AMENDED IN SENATE MAY 14, 2002

SENATE BILL No. 1994

Introduced by Senator Soto
(Principal coauthor: Assembly Member Chu)
(Coauthors: Assembly Members Jackson, Keeley, Pavley, and
Wayne)

February 22, 2002

An act to add Division 29 (commencing with Section 38000) to the
Public Resources Code, relating to petroleum pollution.

LEGISLATIVE COUNSELS DIGEST

SB 1994, as amended, Soto. California Clean Communities and
Petroleum Pollution Cleanup Act of 2002.

(1) Existing law creates the Carl Moyer Memorial Air Quality
Standards Attainment Program, administered by the State Air
Resources Board, which authorizes grants by air quality management
districts and air pollution control districts to offset the incremental cost
of projects that reduce the emissions of oxides of nitroger)(M&n
onroad trucks, offroad nonrecreational equipment and vehicles,
locomotives, diesel marine vessels, stationary agricultural engines, and
otherhigh-emitting diesel engines. Existing law requires the state board
to endeavor to achieve the maximum degree of emission reduction
possiblefrom vehicular and other mobile sources in order to accomplish
the attainment of state ambient air quality standards by the earliest
practicable date. Existing state board guidelines establish criteria for a
lower emission schoolbus program, a replacement and particulate
matter retrofit program for diesel schoolbuses in the -stht, is
administered byhe state board anithplemented in part by the districts.
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This bill would enact the California Clean Communities and
Petroleum Pollution Cleanup Act of 2002, which would require the
operator of every refinery--the-stdatepay a 30¢ fee for each barrel
of crude oikrefinedeceivedatthan refinerywithin the statdo the State
Board of Equalization on-a-guartenhonthlybasis based on the number
of barrels of crude ol—+efireteceivedduring the previous—guarter
month

The bill would create the California Petroleum Pollution Cleanup
Fund in the State Treasury, and would require that3 a certain
percentageof the fees imposed on each barrel-ef+eficeade oil
received, as determined annually by the State Energy Resources
Conservation and Development Commissibe, imposed on the
amount of crude oil refined into petroleum products other than diesel
fuel. The bill would require that the moneys from that portion of the fee
be deposited in the fund for allocation to a PetroleurmPeHuted-Water
Pollution Remediation Account, administered by the California

Environmental Protection Agency—te—+emediate—petreleum

contamination—ef—groundwater—and—marine—and—terrestral—surface
waters The bill would require that—9% a certain percentagef the

feesimposed on each barrel-ef+efinedide oilreceived, as determined
annually by the State Energy Resources Conservation and Development
Commissionbe imposed on the amount of crude oil refined into diesel
fuel, asdefined. The bill would require that 50¢ of each dollar from that
portion of the fee be deposited in the fund for allocation to the Carl
Moyer Memorial Air Quality Standards Attainment Tré&sind to fund
diesel emissions exposure reduction incentive projects and programs
through air quality management districts and air pollution control
districts, and that the remaining 50¢ of each such dollar be allocated to
the state board to provide funding-te—purehase-rewteweremitting
seheelbusesthe lower-emission schoolbus prografy imposing
additional duties upon the districts, this bill would impose a

state mandated Iocal program—'Fhe—btﬂ—wetHd—atse—Feqwte—the state
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would require the agency to establish a system for ranking projects
according to their priority based on specified criteria, and to allocate
the funds from the account based upon that criteria. The bill would also
require the agency, commencing January 1, 2005, to biennially submit
a report to the Legislature and the Governor detailing the recipients of
the funds, and including specified information regarding the funded
projects, and would require the agency to include a projection of the
projects the agency intends to fund during the two years following
submission of the reporthe bill would specify the-entitieprojects,
and—ees{sentltlesthat would be ellglble for fundlng from that account.

#erFegHmﬂd%ms#aﬂen—and—evemead—eests—amJMWblll would

specify that costs to address contamination at facilities owned or
operated by the person applying for funding would not be eligible for
funding from the account, to the extent that the person is verifiable and
directly responsible for that contaminatiomhe bill would require
moneys allocated to the Carl Moyer Memorial Air Quality Standards
Trust Fund and to the state board for the purchase of new,
lower-emitting schoolbuses to be expended in a manner that addresses
air pollution in communities that are severely impacted by air pollution.

(2) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursemenincluding the creation of a State Mandates Claims Fund
to pay the costs of mandates that do not exceed $1,000,000 statewide
and other procedures for claims whose statewide costs exceed
$1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement fathose costs shall be made pursuant to these statutory
provisions.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. The Legislature finds and declares all of the
2 following:
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(a) The extraction, refinement, transportation, and combustion
of petroleum has contributed significantly to high levels of
pollution in the air, groundwater, and surface waters of the state.

(b) The petroleum industry has made significant strides in
recent years to employ clean technologies and practices to protect
against and clean up petroleum-related pollution. Despite those
efforts, air and water pollution resulting from the transportation
and energy industries over the years has exhausted available
resources needed for cleanup.

(c) The transportation sector is the leading contributor of air
pollution in the state, accounting for the emission of more than 50
percent of smog-forming pollutants in the state. In addition to
smog-forming pollutants, diesel engines also emit particulate
matter, inhalation of which can lead to lung damage, cancer,
respiratory illness, and premature death. In 1998, the State Air
Resources Board classified diesel exhaust as a toxic air
contaminant.

(d) Petroleum-related pollution resulting from urban runoff
pervades coastal waters, including, but not limited to, the San
Francisco and Santa Monica Bays and inland streams and rivers.

pollution has adverse effects on fish and other aquatic resources.
(e) Refineries release cancer-caustgemicals, including, but

not limited to, benzene and other chemicals known to cause
respiratory ailments and birth defects, as well as millions of
gallons of wastewater per day that contain harmful chemicals
including, but not limited to, chromium. These daily releases often
are not addressed or monitored. Pollution from refineries is a
serious environmental justice concern, as refineries are often
located in or near communities of color and low-income
neighborhoods.
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—5— SB 1994

() Petroleum releases, particularly those containing methyl
tertiary butyl-ether (MTBE), has degraded the quality of
groundwater in California, creating over 10,000 groundwater
contaminant plumes in the state.

(9) To clean up current petroleum-related pollution and to
protect against further contamination, it is necessary to establish
stable, sufficiently funded programs, dedicated specifically for the
purpose of pollution cleanup and prevention.

(h) In order to ensure the necessary level of funding and
continued operation of these programs, it is necessary to create a
sustainable, consistent funding mechanism that is independent
from the State Budget. A fee—per-barpel barrelof petroleum
refined within the state, imposed at the refinery gate, would
provide that mechanism.

el

(i) Thefee per barreimposed by this act is proportionate to the
harm resulting from petroleum pollution within the state, and is a
fair and reasonable means to mitigate the past, present, and future
harm to public health and safety resulting from petroleum
pollution in the state.

6)_

() Itis the intent of the Legislature that the fees imposed by this
act not be passed through to consumers.

SEC. 2. Division 29 (commencing with Section 38000) is
added to the Public Resources Code, to read:

DIVISION 29. CALIFORNIA CLEAN COMMUNITIES
AND PETROLEUM POLLUTION CLEANUP ACT OF 2002

CHAPTER 1. GENERAL PrOVISIONSAND DEFINITIONS

38000. This division shall be known, and may be cited, as the
California Clean Communities and Petroleum Pollution Cleanup
Act of 2002.

38001. Fompurposes of this division, the following terms have
the following meanings.

(a) “Account” means the Petroleum Pollution Remediation
Account.
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(b) “Agency” means the California Environmental Protection
Agency.

(c) “Barrel of crude oil” has the same meaning as that term is
defined in Section 2241 of Title 18 of the California Code of
Regulations.

(d) “Crude oil” means petroleum in an unrefined or natural
state, including condensate and natural gasoline.

(e) “Crude oil producer” means any person or entity
producing crude oil within the state that does not refine crude oll
into a product.

(e)-

() “Diesel fuel” means any liquid that is commonly or
commercially known or sold as a fuel that is suitable for use in a
diesel-powered highway vehicle. A liquid meets this requirement
if, without further processing or blending, the liquid has practical
and commercial fitness for use in the engine of a diesel-powered
highway vehicle.

(e

(9) “Fund” means the California Petroleum Pollution Cleanup
Fund created pursuant to Section 38050.

(e)-

(h) “Petroleum” means any petroleum product, including, but
not limited to, petroleum additives.

@_

(i) “Petroleum additive”includes, but is not limited to, methyl

tertiary-butyl ether (MTBE) benzene, toluene, ethylbenzene, and
xylene

() N .

() “Petroleum contamination” means pollution of

groundwater and surface waters, including public and private
water supplies from any petroleum product, including petroleum
additives, or by any action related to the extraction, refinement,
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(k) “Refinery” means a facility or location that refines crude
oil, including, but not limited to, condensate and natural gasoline,
into petroleum products, lubricating oils, coke, or asphalt.

CHAPTER 2. (CALIFORNIA PETROLEUM PoLLUTION CLEANUP
FunD

38050. (a) The California Petroleum Pollution Cleanup
Fund is hereby created in the State Treasury. The money in the
fund shall be expended for purposes of this division, upon
appropriation by the Legislature.

(b) Every operator of a refinery shall pay a fee in the amount
of thirty cents ($0.30) for each barrel of crude oil received at a
refinery within the state.

(c) The State Board of Equalization shall administer the fee
imposed pursuant to subdivision (b) in accordance with the Fee
Collection Procedures Law (Part 30 (commencing with Section
55001) of Division 2 of the Revenue and Taxation Code).

(d) The fee imposed pursuant to subdivision (b) is due and
payable to the State Board of Equalization monthly on or before
the 25th day of the calendar month following the monthly period
for which the fee is imposed. Each fee payer, on or before the 25th
day of the month following each monthly period, shall make out a
return for the preceding monthly period, in the form prescribed by
the State Board of Equalization.

(e) All fees imposed pursuant to subdivision (b) shall be paid
in the form of remittances payable to the State Board of
Equalization. The State Board of Equalization shall transmit the
payment to the fund.
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() The money deposited to the credit of the fund may be
expended for the following purposes:

(1) To pay for refunds pursuant to Part 30 (commencing with
Section 55001) of Division 2 of the Revenue and Taxation Code.

(2) To pay for the administrative costs of the State Board of
Equalization of collection, auditing, and making refunds
associated with the fund.

(3) The balance shall be expended as provided in Section
38051.

38051. (a) Of the fee paid for each barrel of crude-et+efined
receivedand deposited in the fund pursuant to Section 38050,
——pereenta certain percentage, determined annually by the
State Energy Resources Conservation and Development
Commissionshall be for the amount of crude oil refined by the
refinery into petroleum products other than diesel fuel. This
amount shall be allocated to the Petroleum—Pelluted—\Water
Pollution Remediation Account, which is hereby created in the
fund. The moneys in the account-shal-be-administered-by the

Calfernta—Environmental—Protection—Agency—to—remediate

petroleum—contamination—ef—greundwater—and—marne
terrestrial-surface-wateishall be administrated by the agency. In
administering the account, the agency shall be responsible for
doing all of the following:

(1) Establishing a system for ranking projects according to
priority. The criteria for that priority ranking shall include, but is
not limited to, all of the following:

(A) Theextent and severity of peteum-related contamination
that the project is designed to address.

(B) The overall need for funding.

(C) The proximity of the contamination to communities and the
potential impact on the environment, economic well-being, and
public health of those communities.

(D) The projected or past success of the project.

(2) Allocating funds to projects that are eligible for funding
from the Petroleum Pollution Remediation Account, pursuant to
subdivision(b) of Section 38100, according to the priority ranking
established pursuant to paragraph (1).

(3) Commencing January 1, 2005, the agency shall biennially
submit a report to the Legislature and the Governor detailing the
recipients of account funds, projects funded, allocations of funds

98



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

—9— SB 1994

within the projects, achievements of those projects, and any other
information the agency determines is relevant to an overall
evaluation of the funding of the project. Each report shall contain
a projection of projects the agency intends to fund during the two
years following submission of the report.

(b) Of the fee paid for each barrel of crude-ei+efiremkived
and deposited in the fund pursuant to Section 38050;pereent
a certain percentage, determined annually by the State Energy
Resources Conservation and Development Commisshafi, be
for the amount of crude oil refined by the refinery into diesel fuel.

(1) Fifty cents ($0.50) of each dollar deposited in the fund
pursuant to this subdivision shall be allocated to the Carl Moyer
Memorial Air Quality Standards Attainment Trust Fund, created
pursuant to subdivision (a) of Section 44299 of the Health and
Safety Code, to fund diesel emissions exposure reduction
incentive projects and programs through air quality management
districts and air pollution control districts.

(2) Fifty cents ($0.50) of each dollar deposited in the fund
pursuant to this subdivision shall be allocated to the State Air

Resources Board to provide funding -te—purehase—rew—lower
emitting-schoolbuses-pursuant-te-guidelnesadoepted-by-the state
beard-pursuantteo-Seetion-381 8 Lower-Emission School Bus

Program administered by the State Air Resources Board, which
providesfunding to purchase new, lower emitting school buses and
to retrofit school buses with particulate trap and emissions
reduction technology.

(c) Not more than 3 percent of each allocation described in
subdivisions (a) and (b) may be used for program administration
and overhead costs.

(d) All interest earned on moneys deposited in the fund shall be
deposited in the fund.

CHAPTER 3. WATER PoLLuTION REMEDIATION

38100. The following criteria are applicable to moneys
allocated to the PetroleumPollutedWdRetlution Remediation
Account pursuant to subdivision (a) of Section 38051

arFhetollowing-entities-withinthe-state-are-eligible teapply
fer-moneysfrom-the-aeceount:

—State-governmentageneies.
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(a) The following projects are eligible for funding from the
account, to the extent that they relate to harm caused, or are
intended to mitigate or prevent the harm created, by petroleum
products that are refined by a refinery subject to this division:

(1) Investigation and remediation-efpetreleum-contamination.

2y Resteration—ofnatural-reseurees—damaged-by—petroleum

&1 petroleum-related contamination of soil, drinking water
supplies, groundwater, and marine and terrestrial surface waters,
including, but not limited to, all of the following:

(A) Orphan petroleum underground storage tanks.

(B) Drinking water supplies, groundwater, and marine and
terrestrial surface waters polluted by any petroleum product or
petroleum additive.

(C) Stormwater runoff from highways and roadways.

(D) Brownfields, aslefined by paragraph (2) of subdivision (a)
of Section 25395.20 of the Health and Safety Code.
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(2) Comprehensive monitoring, investigation, and remediation
of air and water pollution caused by refinery operations.

(3) Design and implementation of pollution prevention, as
defined in subdivision (b) of Section 13263.3 of the Water Code,

(b) Costs to address contamination at facilities owned or
operated by the person applying for funding are not eligible for
fundingfrom the accounto the extent that the applicant iseditly
and verifiably responsible for the contamination of the facility

(e

(c) (1) Any applicant receiving moneys from the account for
a specific project shall take all reasonable stepste-reaggest
in the recovery othose funds from parties responsible for the
contamination being addressed.

(2) Any recovery of funds pursuant to paragraph (1) shall first
be applied to reimbursing the account for any moneys disbursed
for that specific project.
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(d) The following entities in the state are eligible to apply for
moneys from the account:

(1) State agencies.

(2) Regional water quality control boards.

(3) County and city agencies.

(4) Public water districts and public water utilities.

(5) Private water companies.

(6) Academic institutions.

(7) Nonprofit organizations.

(8) Air quality management districts and air pollution control
districts.
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CHAPTER4. AR PoOLLUTION REMEDIATION

38150. Moneys allocated to each project funded pursuant to
subdivision (b) of Section 38051 shall be expended in a manner
that directly addresses air pollution in communities that are
severely impacted by air pollution, consistent with subdivisions
(a) and (b) of Section 43023.5 of the Health and Safety Code.

38151. Theparties, projects, and costs eligible for the moneys
allocated to the Carl Moyer Memorial Air Quality Standards
Attainment Trust Fund pursuant to paragraph (1) of subdivision
(b) of Section 38051 are the same as those described in Chapter 9
(commencing with Section 44275) of Part 5 of Division 26 of the
Health and Safety Code.

38152 —TFhe-State-ArReseurces Board-shal-adeptguidelines

38152. The parties, projects, and costs eligible for funds
allocated tathe Lower-Emission School Bus Program pursuant to
paragraph (2) of subdivision (b) of Section 38051 are those that
the State Air Resources Board has defined as eligible for that
program.

SEC. 3. Notwithstanding Section 17610 of the Government
Code, if the Commission on State Mandates determines that this
act contains costs mandated by the state, reimbursement to local
agenciesnd school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title
2 of the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims
Fund.
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